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DEPARTMENT  OF  EDUCATION 

45  CFR  Parts  168, 174, 175, 176, 177, 
and  190 

Student  Assistance  General 
Provisions;  National  Direct  Student 
Loan  Program;  College  Work-Study 
Program;  Supplemental  Educational 
Opportunity  Grant  Program; 

Guaranteed  Student  Loan  Program; 
and  Basic  Educational  Opportunity 
Grant  Program 

agency:  Department  of  Education. 
ACTION:  Final  Regulations. 

summary:  These  regulations  modify 
regulations  published  in  1979  which 
implement  part  A,  subparts  1  and  2,  and 
parts  B,  C,  E,  and  F  of  Title  FV  of  the 
Higher  Education  Act  of  1965,  as 
amended.  They  govern  the  operation  of 
the  National  Direct  Student  Loan, 

College  Work-Study,  Supplemental 
Educational  Opportunity  Grant, 
Guaranteed  Student  Loan,  and  Basic 
Educational  Opportunity  Grant 
programs. 

The  modifications  in  the  regulations 
for  these  programs  are  intended  to 
alleviate  administrative  burdens  at 
participating  institutions  of  higher 
education,  eliminate  inequities  affecting 
student  applicants,  and  make  several 
technical  changes  to  correct  or  clarify 
the  language  of  certain  provisions  in  the 
regulations. 

DATES:  Effective  Date:  These  regulations 
are  expected  to  take  effect  45  days  after 
they  are  transmitted  to  the  Congress. 
Regulations  are  usually  transmitted  to 
the  Congress  several  days  before  they 
are  published  in  the  Federal  Register. 

The  effective  date  is  changed  by  statute 
if  the  Congress  disapproves  the 
regulations  or  takes  certain 
adjournments.  If  you  want  to  know  the 
effective  date  of  these  regulations,  call 
or  write  the  Department  of  Education 
contact  person. 

Comments 

Although  these  revisions  are  being 
published  as  final  regulations,  the 
Secretary  is  soliciting  comment  on  them. 
Comments  may  be  submitted  at  the 
commenter's  convenience;  no  closing 
date  is  specified. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  L  Moran,  Bureau  of  Student 
Financial  Assistance,  Room  4318,  ROB- 
3. 400  Maryland  Avenue,  S.W., 
Washington,  D.C.  20202.  Telephone  (202) 
472-4300. 

SUPPLEMENTARY  INFORMATION:  In  1979 
the  Office  of  Education  published  new 
regulations  for  five  of  the  title  IV  student 


aid  programs:  Basic  Educational 
Opportunity  Grant  Program — January 
25, 1979:  Campus-based  Programs, 
(National  Direct  Student  Loan,  College 
Work-Study,  Supplemental  Educational 
Opportunity  Grant] — ^August  13, 1979: 
and  Guaranteed  Student  Loan 
Program — September  17, 1979. 

Additionally,  on  September  28, 1979, 
regulations  were  published  containing 
general  provisions  relating  to  all  Title  IV 
student  assistance  programs.  These 
regulations,  based  on  section  497A  of 
the  Higher  Education  Act  of  1965, 
establish  minimum  standards  regarding 
audits,  financial  responsibility,  and 
administrative,  capability  for 
participating  institutions. 

All  of  these  regulations  have  now 
been  in  effect  for  a  number  of  months. 
During  the  intervening  period  of  time 
since  their  publication  a  number  of 
issues  have  been  raised  which 
necessitate  changes  in  the  regulations. 
These  changes  are  intended  to  improve 
program  operations  in  a  number  of 
areas.  They  are  outlined  in  detail  in  the 
following  summary. 

Sununary  of  Major  Issues:  Description 
of  Proposed  Revisions  to  Title  IV 
Student  Aid  Program  Regulations 

1.  A  revision  in  the  definition  of  a  “six 
month  training  program  ”  in  the  Basic 
Grant  regulations  in  order  to  reestablish 
eligibility  for  some  previously  eligible 
programs  which  were  inadvertently 
made  ineligible  by  the  January  25, 1979 
regulations. 

Until  February  27, 1979,  the  date  the 
comprehensive  revision  to  the  Basic 
Grant  regulations  published  on  January 
25, 1979,  took  effect,  the  Basic  Grant 
regulations  defined  an  eligible  program 
as,  among  other  things,  a  program  of  at 
least  six  months  duration.  As  a  result, 
institutions  whose  programs  were  six 
calendar  months  in  length  were  allowed 
to  participate  in  the  program.  When  the 
Basic  Grant  regulations  were  revised  in 
1979,  the  definition  of  a  six  month 
training  program  was  added.  The  ’ 
definition  was  identical  to  the  one  that 
had  been  in  effect  for  several  years 
under  the  campus-based  programs. 
Supplemental  Educational  Opportunity 
Grant.  College  Work-Study,  and 
National  Direct  Student  Loan.  Under 
this  definition  a  six  month  training 
program  was  defined  in  terms  of  the 
education  provided,  i.e.,  600  clock  hours. 
16  semester  hours,  or  24  quarter  hours, 
rather  than  the  length  of  time  a 
particular  program  lasted. 

It  has  come  to  the  Secretary's 
attention  that  there  are  institutions 
offering  six  month  programs  that 
previously  participated  in  the  Basic 
Grant  program  that  can  no  longer 


participate  because  these  programs  are 
not  600  clock  hours,  16  semester  hours, 
or  24  quarter  hours  in  length.  Further, 
the  Secretary  believes  that  for  many  of 
these  programs,  the  course  content  and 
work  load  requirements  may  be 
considered  equal  to  the  course  content 
and  work  load  requirements  of  several 
approved  (600  clock  hour,  16  semester 
hour,  or  24  quarter  hour)  programs.  The 
Secretary’s  opinion  in  this  regard  is  in 
many  cases  buttressed  by  a  similar 
determination  by  the  accrediting 
association  that  accredits  these 
programs.  Therefore,  the  Secretary  has 
decided  to  amend  the  definition  of  a  six 
month  program,  retroactive  to  February 
27, 1979,  by  adding  the  following 
provision.  The  Secretary  will  consider  a 
training  program  of  less  than  600  clock 
hours,  16  semester  hours  or  24  quarter 
hours  to  be  a  "six  month  training 
program”  if  the  Secretary  determines 
that  the  course  content  and  student 
work  load  requirements  support  that 
determination  and  the  accrediting 
agency  that  accredits  the  program 
certifies  that  the  program  is  comparable 
to  A  600  clock  hour,  16  semester  hour  or 
24  quarter  hour  program. 

In  the  interest  of  consistency, 
identical  changes  are  also  being  made  in 
the  campus-based  program  regulations. 

2.  A  revision  in  the  Basic  Grant 
regulations  to  provide  a  means  for  a 
student  who  has  missed  the  March  15 
application  deadline  to  receive  a  grant 
on  the  basis  of  his  or  her  Student 
Eligibility  Report  (SER)  for  the 
subsequent  award  period. 

In  administering  a  program  which 
serves  several  million  applicants 
annually,  experience  has  shown  that 
application  and  correction  deadlines 
must  be  established  and  adhered  to 
without  exception  if  a  processing  system 
of  this  magnitude  is  to  function.  The 
Basic  Grant  application  deadline  has 
been  established  as  March  15  of  the 
award  period  for  which  the  grant  is  to 
be  used.  And,  applications  may  be 
submitted  over  a  period  of  about 
fourteen  months.  For  example, 
applications  for  the  1979-80  award 
period  (July  1, 1979-June  30, 1980)  were 
available  beginning  in  January  1979,  and 
could  be  submitted  to  the  processor  as 
late  as  March  15, 1980. 

In  spite  of  this  extended  period  of 
time  during  which  applications  are 
available,  some  students  invariably  miss 
the  deadline.  This  problem  has  been  of 
particular  concern  to  institutions 
measuring  progress  in  clock  hours  which 
have  a  number  of  courses  beginning 
after  March  15.  They  contend  that  often 
prospective  students  may  not  have 
decided  before  March  15  to  attend 
school  and.  thus,  would  not  have  filed 
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for  a  Basic  grant.  Then,  if  those  students 
decide  to  enroll  after  March  15.  but 
before  July  1,  they  will  not  be  able  to 
receive  a  grant  for  the  portion  of  their 
study  occurring  before  July  1 — the 
beginning  of  the  subsequent  award 
period. 

This  problem  has  been  alleviated 
without  changing  the  deadline.  Prior  to 
the  January  25, 1979  regulations,  a 
student’s  Basic  Grant  was  pro-rated  if 
he  or  she  was  enrolled  in  a  term  that 
occurred  in  two  award  periods.  That  is, 
the  student  was  paid  out  of  the  first 
award  period  for  the  period  of  time  that 
occurred  in  that  award  period,  and  out 
of  the  second  award  period  for  the 
period  of  time  that  occurred  in  the 
second  award  period.  The  regulations 
published  on  January  25, 1979  required 
an  institution  which  used  terms  and 
measured  progress  in  credit  hours  to  pay 
a  student  for  a  term  that  occurred  in  two 
award  periods  as  if  it  occurred  entirely 
in  one  award  period.  Thus,  only  one  SER 
was  used,  the  one  for  the  award  period 
in  which  the  term  was  considered  to 
have  occurred,  and  the  amount  of 
eligibility  used  was  subtracted  fi'om  the 
student’s  total  eligibility  for  that  award 
period. 

'The  pre-January  1979  rule  remained  in 
effect  for  institutions  which  measure 
progress  in  clock  hours  and  for 
institutions  which  measure  progress  in 
credit  hours  but  do  not  use  terms. 
However,  the  current  amendment  of 
§  190.65  extends  the  January  25. 1979 
rule  to  these  two  types  of  institutions. 

To  make  this  possible  technically,  the 
definition  of  a  payment  period  in 
§  190.2a(e)  is  also  amended  to  allow  a 
payment  period  for  those  types  of 
institutions  to  occur  in  two  award 
periods.  (Under  the  January  25, 1979 
regulation,  this  was  not  the  case.) 
Consequently,  if  the  payment  period  for 
a  student  at  an  institution  which 
measures  progress  in  clock  hours  occurs 
in  two  award  periods,  the  institution 
must  consider  that  payment  period  as 
occurring  entirely  in  one  or  the  other  of 
those  two  award  periods. 

As  a  result,  if  a  student  enrolls  in  an 
institution  that  measmes  progress  in 
clock  hours  on  April  15, 1980,  and  the 
student’s  first  payment  period  is 
scheduled  to  end  around  July  15, 1980, 
the  institution  will  have  to  treat  that 
payment  period  as  occurring  in  the  1979- 
80  award  period,  or  in  the  1980-81 
award  period.  Thus,  if  the  student  failed 
to  file  his  1979-80  application  to  have 
his  “eligibility  index’’  detemined  by  the 
March  15, 1980,  deadline,  the  institution 
could  still  pay  him  for  the  work 
performed  between  April  15  and  June  30 
by  considering  the  entire  payment 


period  as  occurring  in  the  1980-81  award 
period.  Of  course,  the  student  would 
have  to  file  an  application  for  the  1980- 
81  award  period  and  the  institution 
would  have  to  consider  that  payment 
period  as  occurring  in  the  1980-81  award 
period  for  all  of  its  students  whose 
payment  period  begins  on  the  same  day. 

The  definition  of  a  payment  period 
was  changed  for  institutions  that  do  not 
use  terms  (usually  clock  hour 
institutions)  as  follows: 

1.  The  payment  period  for  a  full-time 
student  is  generally  one-half  of  that 
student’s  academic  year  if  his  or  her 
program  of  study  is  at  least  one 
academic  year. 

2.  The  payment  period  for  a  full-time 
student  is  one  half  of  that  student’s 
program  of  study  if  his  or  her  program  of 
study  is  less  than  one  academic  year. 

3.  For  a  part-time  student,  the 
institution  first  determines  the  period  of 
time  it  would  take  a  full-time  student  to 
complete  one  academic  year  or  the 
program  of  study  if  it  is  less  than  one 
academic  year.  The  institution  would 
then  determine  the  number  of  clock 
hours  the  part-time  student  would 
complete  in  that  time  period.  The 
student’s  first  payment  period  would  be 
the  period  of  time  the  student  would 
need  to  complete  one-half  of  those  clock 
hours.  ’The  second  payment  period 
would  be  the  period  of  time  needed  to 
complete  the  other  half  of  the  clock 
hours. 

Examples: 

1.  For  a  full-time  student  in  a  clock 
hour  institution  in  a  program  of  study  of 
at  least  one  academic  year,  where  the 
academic  year  is  900  clock  hours,  the 
student’s  ^t  payment  period  would  be 
the  period  of  time  it  would  take  the 
student  to  complete  450  clock  hours.  The 
student’s  second  payment  period  would 
be  the  period  of  time  it  would  take  to 
complete  the  remaining  450  clock  hours. 

2.  For  a  full-time  student  in  a  clock 
hour  institution  in  a  program  of  study  of 
800  clock  hours  (i.e.,  less  than  one 
academic  year),  the  student’s  first 
payment  period  is  the  period  of  time  it 
would  take  to  complete  400  clock  hours. 
The  student’s  second  payment  period 
would  be  the  period  of  time  needed  to 
complete  the  remaining  400  clock  hours. 

3.  For  a  part-time  student  in  a  clock 
hour  institution  in  a  program  of  study  of 
at  least  one  academic  year,  where  the. 
academic  year  is  900  clock  hours,  the 
institution  would  first  determine  the 
period  of  time  it  would  take  a  full-time 
student  to  complete  900  clock  hours  and 
would  then  determine  the  number  of 
clock  hours  the  part-time  student  would 
finish  in  that  period. 


If  the  student  was  scheduled  to 
complete  450  clock  hours  in  that  period, 
the  student’s  first  payment  period  is  the 
period  of  time  needed  to  complete  225 
clock  hours.  The  second  payment  period 
is  the  period  of  time  needed  to  complete 
the  second  225  clock  hours. 

4.  For  a  part-time  student  in  a  clock 
hour  institution  in  a  program  of  less  than 
one  academic  year,  die  institution  would 
use  the  steps  set  forth  in  example  3, 
except  that  the  period  of  reference 
would  be  the  period  of  time  that  a  full¬ 
time  student  would  take  to  complete 
that  course  of  study,  rather  than  to 
complete  the  academic  year.  Thus,  if  the 
student  were  scheduled  to  complete  300 
clock  hours  in  the  period  of  time  that  a 
full-time  student  would  complete  600 
hours  (for  a  600  hour  program),  the 
student’s  first  payment  period  is  the 
period  of  time  needed  to  complete  150 
clock  hours.  The  second  payment  period 
is  the  period  of  time  needed  to  complete 
the  second  150  clock  hours. 

For  clock  hour  institutions 
participating  in  the  Basic  Grant  Program 
under  the  Regular  Disbursement  System, 
this  change  has  been  made  applicable  to 
terms  which  occur  in  both  the  1979-80 
and  1980-81  award  periods.  However, 
because  of  Department  of  Education 
contractual  restraints,  it  will  not  become 
effective  until  a  later  date  for  clock  hour 
institutions  that  participate  under  the 
Alternate  Disbursement  System. 

The  above  explanation  and  examples 
relate  to  institutions  with  two  payment 
periods.  If  an  institution  wishes  to  have 
three  payment  periods  the  payment 
periods  would  be  one-third,  rather  than 
one-half,  of  an  academic  year  or  of  a 
program  of  study  that  is  less  than  an 
academic  year.  Similar  rules  would 
apply  to  institutions  with  a  greater 
number  of  payment  periods. 

3.  A  change  in  the  definition  of  a  half¬ 
time  student  to  more  realistically  reflect 
half-time  status,  especially  at 
institutions  offering  evening  programs. 

This  change  is  intended  to  reinstitute 
minimum  hour  requirements  for  half¬ 
time  status  which  existed  in  previous 
Basic  Grant  regulations.  Prior  to  the 
effective  date  of  the  January  25, 1979 
regulations,  the  following  minima  for 
half-time  student  status  were  set  forth  in 
Basic  Grant  regulations: 

(i)  6  semester  hours  or  6  quarter  hours 
per  academic  term  for  institutions 
utilizing  semester,  trimester,  or  quarter 
hour  systems;  (ii)  12  semester  hours  or 
18  quarter  hours  per  school  year  for 
institutions  which  measure  progress  in 
terms  of  credit  hours  but  which  do  not 
utilize  semester,  trimester,  or  quarter 
systems;  or  (iii)  12  clock  hours  per  week 
for  institutions  which  utilize  clock  hours 
to  measure  progress. 
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The  minima  for  full-time  status  were 
as  follows: 

(i)  12  semester  hours  or  12  quarter 
hours  per  academic  term  for  institutions 
utilizing  semester,  trimester,  or  quarter 
hour  systems;  (ii)  24  semester  hours  or 
36  quarter  hours  per  school  year  for 
institutions  which  measure  progress  in 
terms  of  such  credit  hours  but  which  do 
not  utilize  semester,  trimester,  or  quarter 
systems;  or  (iii)  24  clock  hours  per  week 
for  institutions  which  utilize  clock  hours 
to  measure  progress. 

In  the  January  25, 1979  regulations,  the 
full-time  minima  in  the  former 
regulations  were  retained.  The  half-time 
definition  was  revised,  however,  to 
provide  that  half-time  status  is  “at  least 
half  the  work  load  of  a  full-time 
student." 

This  change  had  a  negative  effect  on 
some  institutions  where  a  full-time 
program  exceeded  the  minimum 
requirements  while  the  half-time 
program  met  but  did  not  exceed  the 
minimum  requirements  for  half-time 
under  the  old  regulations.  This  situation 
exists  most  frequently  at  institutions 
measuring  progress  in  clock  hours  with 
full-time  programs  during  the  day  and 
part-time  programs  in  the  evenings.  In 
instances  of  diis  nature,  a  full-time 
program  may  be  forty  clock  hours  per 
week  while  the  half-time  program  is 
twelve.  Under  the  old  regulations,  half¬ 
time  status  of  twelve  hours  would  be 
acceptable.  However,  imder  the  current 
regulations,  twenty  clock  hours  per 
week  is  necessary  for  half-time  status 
when  the  full-time  program  requires 
forty  hours  per  week. 

Our  revision  in  the  regulations 
reestablishes  the  previous  minima  for 
half-time  status  and  accommodates 
those  who  contend  that  it  is  unrealistic 
to  expect  half-time  status  always  to  be 
at  least  one-half  of  the  full-time 
workload,  especially  when  the  full-time 
program  may  be  offered  in  the  day  while 
the  half-time  program  is  offered  in  the 
evening. 

4.  Pwvide  that  an  unnotarized 
statement  of  educational  purpose  may 
be  used  in  lieu  of  the  current 
requirement  of  a  notarized  affidavit  of 
educational  purpose. 

This  revision  eliminates  a  requirement 
that  is  a  burden  on  both  students  and 
institutions  and  that  in  some  instances 
requires  the  student  to  pay  a  fee.  Section 
1746  of  Title  28  of  the  United  States 
Code  {H'ovides  that  whenever,  under 
Federal  law,  an  affidavit  is  necessary, 
an  unsworn  declaration,  subscribed  as 
true  under  penalty  of  perjury,  will  be 
equally  valid.  Thus,  applicable 
provisions  of  the  Guaranteed  Loan, 

Basic  Grant  and  campus-based 
regulations  are  being  amended  to 


provide  that  an  institution  may  obtain 
an  unnotarized  statement  of  educational 
purpose  from  a  student  in  lieu  of  an 
affidavit 

5,  Technical  revisions  to  the 
Guaranteed  Student  Loan  Program 
regulations  published  on  September  17, 
1979. 

The  following  changes  in  the  GSLP 
regulations  published  on  September  17, 
1979,  are  being  made  in  order  to  clarify 
the  meaning  of  certain  provisions  and  to 
eliminate  certain  duties  previously 
imposed  on  program  participants. 

(a)  Delete  the  rule  under 

§  177.401(b){7)(ii)  that  requires  a 
guarantee  agency  to  require  its  lenders 
to  send  GSLP  checks  directly  to  the 
student  when  the  student  is  attending  a 
foreign  school.  - 

(b)  Change  the  phrase  “during  the  first 
fiscal  year”  contained  in 

§  177.407(b)(2)(ii)(A)  to  read  “during  the 
first  twelve  months"  to  be  more 
consistent  with  section  428(f)(1)(C)  of 
the  Higher  Education  Act,  which 
exempts  guarantee  agencies  from 
certain  minimum  spending  requirements 
under  the  administrative  cost  allowance 
for  “the  first  year”  of  the  agency’s 
eligibility. 

(c)  Correct  §  177.513(b)  to  require  that 
a  lender  report  an  assignment  of  loans 
under  the  nSLP  only  if  the  right  to 
receive  interest  benefits  or  special 
allowance  has  been  assigned.  This 
correction  is  consistent  with  current 
policy. 

(d)  Correct  a  cross-reference  in 
§  177.516(a)(l)(ii). 

(e)  Revise  §  177.601(b)  (2)  and  (3)  to 
make  clear  that  the  evidence  of  loan 
denial  by  a  commercial  lender  is 
required  only  for  an  undergraduate 
student  who  has  not  previously  obtained 
a  loan  made  or  originated  by  the  school 
from  which  the  student  currently  is 
seeking  to  obtain  a  loan. 

(f)  Amend  §  177.607  (f)  and  (g)  to 
establish  one  set  of  rules  for  how  a 
school  must  process  a  late  disbursement 
check,  whether  the  check  arrives  after 
the  end  of  the  period  for  which  the  loan 
was  intended  or  during  that  period  but 
after  the  student  has  withdrawn.  Also, 
amend  §  177.509(g)  to  clarify  the  lender’s 
role  regarding  late  disbursement  under 
the  FISLP. 

(g)  Clarify  §  177.611,  so  that  the 
formula  for  determining  the  school- 
lender’s  default  ratio  includes  the 
principal  amount  of  loans  that  went  into 
default  during  the  year  for  which  the 
ratio  is  being  determined.  This  conforms 
to  section  435(g)(3)  of  the  Higher 
Education  Act  of  1965,  as  amended, 
which  refers  to  loans  in  default  during 
“each  such  year.” 


6.  Revisions  in  the  financial  aid 
transcript  requirement  published  in  the 
regulations  setting  forth  general 
provisions  on  fiscal  and  administrative 
standards  (45  CFR  168.14). 

When  the  fiscal  and  administ^tive 
standards  regulations  were  published  on 
September  28, 1979,  we  solicited  public 
conunent  on  their  content,  as  we  had 
done  with  the  August  10, 1978,  notice  of 
proposed  rulemaking  on  which  these 
regulations  were  based.  Although 
comments  have  been  received  on 
practically  all  sections  of  these 
regulations,  the  majority  of  the 
comments  have  been  directed  to 
§  168.14,  the  requirement  that  an 
institution  maintain,  and  forward  to 
another  institution  upon  request,  a 
transcript  listing  the  Title  IV  financial 
aid  a  student  has  received  at  the  former 
institution.  The  correspondence  we  have 
received  and  our  discussions  with 
members  of  the  financial  aid  community 
indicate  that  serious  difficulties  may 
arise  from  several  of  the  requirements 
included  in  §  168.14. 

The  financial  aid  transcript 
requirement,  as  it  appeared  in  the 
September  28  regulations,  had  two  main 
objectives: 

(a)  To  prevent  awards  exceeding  the 
statutory  maxima,  in  those  programs 
having  statutory  maxima,  by  ensuring 
that  a  financial  aid  administrator  will 
know  the  amounts  of  aid  a  transfer 
student  has  received  at  institutions  he  or 
she  previously  attended,  and 

(b)  To  prevent  a  student  from 
receiving  any  Title  FV  assistance  if  he  or 
she  is  in  default  on  a  Title  IV  loan  or 
owes  a  repayment  on  a  Title  FV  grant 
received  for  study  at  an  institution  that 
student  previously  attended. 

The  financial  aid  community  has 
expressed  several  major  concerns  about 
the  financial  aid  transcript  requirement.. 
They  are  listed  below  followed  by  our 
proposed  revision  of  the  regulation  to 
accommodate  those  concerns: 

'  (a)  Issue:  The  possibility  exists  that  an 
eligible  student  may  be  unable  to 
receive  Title  IV  aid  in  a  timely  manner 
solely  because  his  of  her  former 
institution  is  slow  in  forwarding  the 
requested  transcript  to  the  institution 
where  the  student  is  currently  enrolled. 
In  this  case,  the  student  would  be 
penalized  in  a  situation  over  which 
neither  he  nor  his  or  her  current 
institution  has  any  control.  Furthermore, 
in  the  case  of  a  GSL,  some  additional 
administrative  problems  would  occur 
affecting  both  the  lenders  and  the 
guarantee  agencies,  by  allowing  a  check 
to  be  held  imtil  a  transcript  arrived.  For 
example,  determinations  would  have  to 
be  made  about:  (1)  How  long  an 
institution  could  hold  a  check  which  had 
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been  disbursed  by  a  non-school  lender 
before  having  to  return  it  to  that  lender; 
(2)  whether  the  check  that  a  student 
never  received  due  to  lack  of  a 
transcript  would  be  handled  as  a 
cancelled  loan  or  a  loan  paid  in  full;  (3) 
whether  insurance  premiums  for  these 
loans  would  have  1o  be  refunded  to 
lenders  by  the  guarantee  agencies;  and 
(4)  whether  lenders  would  be  required  to 
reinvestigate  a  student’s  eligibility  prior 
to  completely  denying  the  loan  to  a 
student  whose  transcript  never  arrived. 

Revision:  The  regulations  provide  that 
an  institution  may  disbiu'se  Title  IV 
funds  to  a  student  for  one  payment 
period  without  a  financial  aid  transcript 
if  the  transcript,  or  a  notice  that  the 
transcript  will  not  be  forthcoming  has 
not  been  provided  in  a  timely  manner. 
But  no  subsequent  payments  (other  than 
GSL’s  when  the  institution  is  not  the 
lender]  may  be  made  until  the  institution 
receives  the  transcript  or  a  letter  from 
the  student’s  previous  institution  which 
states  that  the  transcript  will  not  be 
forthcoming  for  specified  reasons  other 
than  the  student’s  default  on  a  loan  or 
liability  for  a  refund  on  a  grant. 

The  revised  regulation  will  also 
provide  that  all  GSLP  funds  may  be 
released  to  a  student  who  has  enrolled, 
as  required  by  that  program’s 
regulations  (45  CFR  Part  177],  except 
that  if  the  institution  is  a  GSLP  lender 
under  the  FISIP  program  or  a  guarantee 
agency  program,  it  must  withhold 
disbursement  of  any  GSLP  funds  to  a 
GSLP  borrower  in  accordance  with  the 
provisions  which  apply  to  the  other  Title 
IV  programs. 

This  revision  is  being  made,  due  to  the 
complications  that  could  arise  if  the 
requirement  for  withholding  of  GSLP 
loans  were  made  applicable  to  all 
institutions.  We  feel  that  it  will  be 
consistent  with  the  other  transcript 
requirements  to  limit  the  provision’s 
applicability,  at  least  for  the  present,  to 
institutions  that  can  actually  make  GSLP 
loans. 

(b]  Issue:  Some  information  required 
by  the  current  regulation  to  be  on  the 
financial  aid  transcript  may  already  be 
available  through  other  sources.  The 
processing  systems  of  the  agencies 
which  insure  Guaranteed  Student  Loans 
have  a  mechanism  for  rejecting 
applications  when  statutory  loan  limits 
have  been  reached  or  when  a  student  is 
in  default  on  a  loan  previously  insured 
by  that  insuring  agency. 

We  anticipate  that  within  the  near 
future  the  tracking  systems  which 
monitors  the  amount  of  Basic  Grant 
eligibility  a  student  has  used  will  be 
able  to  report  in  a  more  timely  fashion 
the  cumulative  amount  of  eligibility  a 
student  has  used  up  to  the  current 


award  period.  If  this  information  is 
available  through  the  central  processor, 
it  would  be  unnecessary  to  require 
institutions  to  collect  on  the  transcript 
information  on  cumulative  Basic  Grant 
eligibility  used.  ’Thus,  the  transcript 
would  need  to  include  only  the  amount 
of  eligibility  used  within  the  award 
period  when  a  student  is  transferring  to 
ensure  that  the  student’s  Scheduled 
Award  for  that  award  period  is  not 
exceeded. 

Revision:  To  eliminate  requirements 
that  institutions  collect  information  that 
will  be  available  from  other  sources,  we 
are  eliminating  the  requirement  that 
Guaranteed  Student  Loan  information 
and  cumulative  Basic  Grant  information 
be  included  on  the  transcript.  The 
regulation  will  therefore  only  require  the 
institution  to  provide  information 
concerning  the  amounts  of  loan  funds 
advanced  for  each  award  period  under 
the  NDSL  program,  the  amount  of  grant 
funds  disbursed  for  each  award  period 
under  the  SEOG  program,  and  the 
amounts  of  Basic  Grant  disbursements 
and  Scheduled  Awards  for  the  award 
period  in  which  a  student  transfers. 

(c]  Issue:  The  current  transcript 
regulation  requires  transcripts  from 
every  student  who  has  attended  a 
previous  institution  before  Title  TV  aid 
can  be  disbursed  to  that  student, 
without  regard  to  the  number  of  hours 
for  which  the  student  was  enrolled  at 
the  previous  institution  or  whether  the 
student  was  enrolled  in  a  foreign 
institution. 

Revision:  The  regulation  is  being 
revised  to  provide  that  the  transcript  is 
required  only  if  the  student  received  a 
Supplemental  Grant  or  National 
Defense/Direct  Student  Loan  at  the 
institution  or  a  Basic  Grant  in  the  award 
period  in  which  the  transcript  request 
was  made. 

(d]  Issue:  A  number  of  institutions 
have  indicated  that  the  November  8, 

1979  effective  date  of  the  Hscal  and 
administrative  standards  regulations 
has  created  an  administrative  burden 
with  regard  to  the  implementation  of  the 
transcript  requirement.  They  have 
indicated  that  this  requirement  could 
much  more  easily  be  put  into  effect  if  its 
implementation  were  postponed  until 
the  beginning  of  the  coming  award  year. 

Revision:  To  eliminate  the 
administrative  burden  caused  by 
implementing  the  transcript  requirement 
in  the  middle  of  the  award  year,  the 
former  regulation  is  revoked  retroactive 
to  November  8, 1979,  its  original 
effective  date,  and  the  revised  transcript 
requirements  are  made  effective  July  1, 
1980. 

7.  Removal  of  the  Guaranteed  Student 
Loan  Program  from  the  formula  for 


distributing  repayments  of  cash 
disbursements  made  directly  ta  a 
student  in  the  fiscal  and  administrative 
standards  regulations  (45  CFR 
168.21(c)). 

Section  168.21  of  the  tiscal  and 
administrative  standards  regulations 
sets  forth  formulae  to  be  used  in 
determining  amounts  to  be  returned  to 
Title  IV  programs  when  (a]  an 
institutional  refund  is  due  to  a  student, 
and  (b]  a  portion  of  a  cash  payment  is  to 
be  returned  by  the  student  because  the 
student  has  left  school  before  the  end  of 
the  term  for  which  that  disbursement 
was  made.  The  formula  for  determining 
the  distribution  of  an  institutional  refund 
can  be  applied  readily  to  all  Title  IV 
programs.  However,  the  formula  for 
determining  the  distribution  of  a  portion 
of  a  cash  disbursement  returned  by  the 
student  has  the  potential  for  conflicting 
with  or  complicating  certain 
requirements  in  effect  for  the 
Guaranteed  Student  Loan  Program. 

Revision:  To  eliminate  this  potential 
for  conflicting  requirements,  we  are 
deleting  Guaranteed  Student  Loan  funds 
from  all  requirements  for  determining 
the  distribution  of  a  repayment  of  a 
portion  of  a  cash  disbursement. 

8.  Technical  revisions  to  the 
regulations  establishing  institutional 
fiscal  and  administrative  standards  (45 
CFR  Part  168  Subpart  B). 

We  are  making  the  following 
additional  changes  in  the  institutional 
fiscal  and  administrative  standards 
regulations,  published  on  September  28, 
1979.  These  revisions  are  necessary  in 
order  to  clarify  the  meaning  of  certain 
provisions,  to  add  nomenclature  that 
was  inadvertently  omitted,  and  to 
correct  errors  that  were  made  when  the 
regulations  were  drafted. 

These  changes  are: 

(a]  Amend  the  audit  and 
recordkeeping  requirements  contained 
in  §  168.12(a]  to  include  the  biennial 
audit  and  five  year  record  retention 
requirements.  These  provisions, 
currently  included  in  applicable  program 
regulations,  were  inadvertently  omitted 
from  the  September  28, 1979  standards 
regulations. 

(b]  Explicitly  provide  the  Secretary 
with  access  to  an  institution’s  records 
reflecting  transactions  with  any 
financial  institution  with  which  it 
deposits  or  has  deposited  Title  IV  funds. 

(c]  Eliminate,  under  §  168.15(f],  the 
applicability  of  the  bonding  requirement 
for  public  institutions  which  are 
components  of  State  governments  and 
are  already  bonded  by  their  respective 
States.  As  amended,  the  bonding 
requirement  will  require  only  private 
nonprofit  and  proprietary  postsecondary 
educational  institutions  to  obtain  and 
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maintain  a  fidelity  bond  to  protect  the 
Government’s  interest. 

(d)  Redraft  §  168.18(a).  "Change  in 
ownership  or  control,”  to  make  clear 
that  §  168.18  also  applies  to  the 
acquisition,  by  an  eligible  institution,  of 
a  previously  eligible  institution. 

9.  Addition  of  the  definition  of  a 
"postsecondary  vocational  institution.  ” 

The  Higher  Question  Technical 
Amendments  of  1979  provided  for  a  new 
type  of  eligible  institution,  the 
“postsecondary  vocational  institution." 
Ingram  regulations  have  been  amended 
to  incorporate  this  new  type  of 
institution. 

The  definition  of  a  postsecondary 
vocational  institution  has  several  unique 
elements  for  a  public  institution.  It  may 
admit  as  regular  students  only  high 
school  graduates  or  their  equivalent;  it 
must  be  fully  accredited;  and  it  must  >, 
have  been  providing  a  training  program 
for  two  years  before  it  is  eligible  to 
participate  in  any  Title  IV  program. 

Proposed  regulations  to  be  published 
in  the  near  future.  In  addition  to  the 
regidation  revisions  described  above, 
the  Department  of  Education  is  planning 
to  propose  two  additional  changes 
which  will  be  published  as  a  notice  of 
proposed  rulemaking  with  a  solicitation 
of  public  comment. 

One  of  these  proposed  changes  will  be 
a  deletion  of  the  requirement  that  an 
institution  document  on  a  student-by¬ 
student  basis  “ability  to  benefit  from  the 
training  offered”  for  those  students  it 
admits  who  are  beyond  the  age  of 
compulsory  school  attendance  but  do 
not  have  a  high  school  diploma  or  the 
equivalent.  The  proposed  regulation  will 
also  provide  that  the  institution  should 
develop  and  apply  reasonable  criteria 
for  determining  ability  to  benefit  which 
are  consistent  with  generally  used 
standards  of  the  educational 
community. 

The  second  proposed  regulation  on 
which  public  comment  will  be  solicited 
concerns  deferment  of  Guaranteed 
Student  Loan  repayments  for  students 
engaged  in  rehabilitation  training 
programs.  Under  a  provision  of  the 
Middle  Income  Student  Assistance  Act 
(Pub.  L  95-566)  a  disabled  borrower 
may  defer  repayment  on  a  loan  if  he  or 
she  is  engaged  in  a  rehabilitation 
program  approved  by  the  Secretary.  The 
notice  of  proposed  rulemaking  will 
submit  for  public  comment  a  listing  of 
criteria  under  which  rehabilitation 
programs  can  receive  the  Secretary's 
approval. 

Waiver  of  Notice  of  Proposed 
Rulemaking.  The  regulatory  changes 
made  respond  to  comments  received 
from  the  financial  aid  community  which 
pointed  out  problems  and  concerns  with 
some  of  the  provisions  of  the  six  student 


financial  aid  regulations  published  by 
the  Office  of  Education  in  1979.  In 
addressing  these  concerns,  the  Secretary 
has  liberalized  provisions  to  enable 
institutions  and  students  who  previously 
participated  in  the  Basic  Grant  Program 
to  continue  to  do  so.  The  Secretary  has 
also  liberalized  the  Basic  Grant 
regulations  to  accommodate  students 
who  previously  were  unable  to  receive  a 
grant  in  a  year  because  they  started 
classes  too  late  in  that  year,  lessened 
the  administrative  burden  on 
institutions  with  regard  to  the  financial 
aid  transcript,  and  insured  that  the 
regulations  conform  to  changes  in  the 
law  pertaining  to  the  Guaranteed 
Student  Loan  program  and  the  law 
pertuining  to  notarized  affidavits  of 
educational  purpose.  Finally,  other 
changes  of  a  technical  nature  were  also 
made. 

Accordingly,  in  view  of  the  nature  of 
the  changes  as  described  above,  the 
Secretary  finds  that  the  publication  of  a 
proposed  rule  in  this  instance  would  be 
unnecessary,  impracticable  and  contrary 
to  the  public  interest  within  the  meaning 
of  5  U.S.C.  553(b),  and  is  publishing 
these  rules  as  final  regulations. 

Dated:  June  19, 1980. 

Steven  A.  Mintcr, 

Acting  Secretary  of  Education. 

(Catalog  of  Federal  Domestic  Assistance 
Numbers:  Basic  Educational  Opportunity 
Grant  Program,  13.539;  National  Direct 
Student  ^an  Program,  13.471;  College  Work- 
Study  Program,  13.463;  Supplemental 
Educational  Opportunity  Grant  Program, 
13.418;  Guaranteed  Student  Loan  Program, 
13.460;  State  Student  Incentive  Grant 
Program,  13.548) 

PART  168— STUDENT  ASSISTANCE 
GENERAL  PROVISIONS 

Subpart  B  of  Part  168  of  Title  45  of  the 
Code  of  Federal  Regulations  is  amended 
as  follows: 

1.  The  title  of  Part  168  is  amended  to 
read  as  follows:  STUDENT 
ASSISTANCE  GENERAL  PROVISIONS. 

la.  In  §  168.12,  paragraph  (a)  is 
amended  and  paragraph  (b)(3)  is  added 
to  read  as  follows: 

§  168.12  Audits,  records  and  examination. 

(a)  If  an  institution  participates  in  the 
National  Direct  Student  Loan  (45  CFR 
Part  174),  College  Work-Study  (45  CFR 
Part  175),  Supplemental  Educational 
Opportimity  Grant  (45  CFR  Part  176), 
Guaranteed  Student  Loan  (45  CFR  Part 
177),  or  Basic  Educational  Opportunity 
Grant  (45  CFR  Part  190)  Programs,  it 
shall  comply  with  the  regulations  for 
those  programs  concerning  (1)  fiscal  and 
accounting  systems,  (2)  biennial  audits 
of  institutional  transactions,  (3)  program 


and  fiscal  recordkeeping,  and  (4)  record 
retention. 

(b)  *  *•  * 

(3)  Upon  written  request,  an 
institution  shall  give  the  Secretary 
access  to  all  program  and  fiscal  records, 
including  records  reflecting  transactions 
with  any  financial  institution  with  which 
it  deposits  or  has  deposited  any  title  IV 
funds. 

(20  U.S.C.  1088f-l.) 

*  k  *  *  * 

§  168.14  [Revoked] 

2.  Section  168.14  is  revoked, 
retroactive  to  November  8, 1979. 

3.  Effective  July  1, 1980,  a  new  §  168.14 
is  added  to  read  as  follows: 

§  168.14  Financial  aid  transcript. 

(a) (1)  Disbursing  money  only  after 
receiving  a  transcript— general  rule.  If 
informed  by  a  student  that  he  or  she 
attended  another  eligible  institution  on 
at  least  a  half-time  basis,  the  institution 
the  student  is  currently  attending  shall 
not  disburse  any  title  IV  funds  (other 
than  Guaranteed  Student  Loan  checks 
where  the  institution  is  not  the  lender) 
to  that  student  before  obtaining  a 
properly  signed  financial  aid  transcript 
from  the  institution  or  institutions  the 
student  previously  attended,  unless  the 
other  institution  or  institutions  each 
indicate,  in  writing  that  they  are  not 
required  to  provide  a  transcript  under 
the  provisions  of  paragraph  (b)  or 
paragraph  (c)(2)  or  (c)(3)  of  this  section. 
The  student’s  current  institution  may 
disburse  title  IV  funds  on  the  basis  of 
such  a  written  notice  or  notices. 

(2)  Limited  exception  to  the  general 
rule.  The  institution  the  student  is 
currently  attending  may  disburse  title  IV 
funds  to  a  student  for  one  payment 
period  if  it  does  not  receive  in  a  timely 
manner  the  requested  transcript  or  a 
written  notice  that  the  transcript  will  not 
be  forthcoming  as  provided  in  paragraph 
(d)  of  this  section. 

(b)  Providing  a  transcript— general 
rule.  (1)  Upon  request,  an  institution 
shall  provide  to  another  institution  a 
financial  aid  transcript  for  a  current  or 
former  student  who  received,  while 
attending  the  institution — 

(1)  A  Basic  Grant  during. the  award 
period  in  which  the  request  for  the 
transcript  is  made; 

(ii)  A  Supplemental  Grant;  or 

(iii)  A  National  Direct  Student  Loan. 

(2)  The  institution  shall  honor  a 
request  for  a  transcript  from  a  student  or 
the  institution  the  student  is  attending  or 
planning  to  attend.  • 

(3)  The  institution  shall  provide  the 
transcript  in  a  timely  manner. 
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(4)  The  transcript  ftiust  be  signed  by 
an  official  authorized  by  the  institution 
to  sign  such  transcripts. 

(c)  Exceptions  to  the  general  rule  in 
paragraph  (b)  of  this  section.  An 
institution  does  not  have  to  provide  the 
requested  transcript  if — 

(1)  The  subject  student — 

(1)  Is  in  default  on  any  title  IV  loan 
made  or  received  for  attendance  at  that 
institution;  or 

(ii)  Owes  a  refund  on  any  title  IV 
grant  received  for  attendance  at  that 
institution; 

(2)  The  transcript  would  only  include 
information  based  on  records  that  the 
institution  is  no  longer  required  to  keep 
under  the  record  retentibn  regulations 
referred  to  under  §  168.12(a};  or 

(3)  The  institution  participates  in  the 
Basic  Grant  Program  under  the 
Alternate  Disbursement  Bystem  and  ^ 
does  not  also  participate  in  the 
Supplemental  Grant  or  National  Direct 
Student  Loan  program  in  the  award 
period  in  whidi  the  request  for  die 
transcript  is  received. 

(d)  Notifying  the  student’s  new 
institution  in  a  timely  manner  that  the 
transcript  is  not  forthcoming.  If  an 
institution  has  been  requested  to 
provide  a  transcript  but  is  not  required 
to  do  so  according  to  paragraph  (b)  or 
paragraph  (c)  of  this  section,  it  must 
notify  the  student’s  new  institution  in 
writing  in  a  timely  manner  that  the 
transcript  will  not  be  forthcoming  and 
specify  the  reason  for  the  refusal. 

(e)  Information  included  in  a  student’s 
financial  aid  transcript.  A  student's 
financial  aid  transcript  shall  include, 
with  respect  to  any  year  for  which  the 
institution  is  required  to  keep  that 
student’s  hnancial  aid  records,  at  least 
the  following  information — 

(1)  The  student’s  name  and  social 
security  number; 

(2)  Whether  the  student  was 
independent  or  dependent,  for  the  last 
award  year  in  which  aid  was  received; 

(3)  For  the  award  period  in  which  the 
request  for  the  transcript  is  made,  the 
student’s  Scheduled  Basic  Grant  and  the 
amount  of  Basic  Grant  funds  disbursed 
to  the  student, 

(4)  The  amount  of  Supplemental 
Grants  disbursed  to  the  student  during 
each  award  year; 

(5)  The  amount  of  National  Direct 
Student  Loans  advanced  to  the  student 
during  each  award  year; 

(6)  Whether  the  student  is  in  default 
on — 

(i)  A  National  Direct  Student  Loan 
made  by  the  institution,  or 

(ii]  A  Guaranteed  Student  Loan  the 
student  received  for  attendance  at  the 
institution  if  the  institution  is  aware  of 
the  default  status,  and 


(7)  Whether  the  student  owes  a  refund 
on — 

(i)  A  Basic  or  Supplemental  Grant  for 
attendance  at  the  institution,  or 

(ii)  A  State  Student  Incentive  Grant 
received  for  attendance  at  the 
institution,  if  the  institution  is  aware 
that  the  student  owes  the  refund. 

(20  U.S.C.  1088f-l.) 

4.  In  §  168.15,  paragraph  (f](l)  is 
amended  to  read  as  follows: 

§168.15  Factors  of  financial 
responsibility. 

4c  *  *  *  * 

(f)(lKi)  An  otherwise  eligible 
institution  shall  obtain  and  keep  current 
adequate  fidelity  bond  coverage  in  order 
to  protect  the  Government’s  interest  in 
the  title  FV  funds  it  receives  as  a  trustee. 

(ii]  However,  a  public  institution  that 
is  bonded  by  the  State  against  the  type 
of  losses  described  in  paragraph  (f](2]  of 
this  section  does  not  have  to  obtain 
additional  hdelity  bond  coverage. 

*  *  *  4r  * 

5.  In  §  168.18,  paragraph  (a]  is 
amended  to  read  as  follows: 

§  168.18  Change  in  ownership  or  control. 

(a]  An  eligible  institution,  or  a 
previously  eligible  institution  that 
participated  in  any  title  FV  program,  that 
changes  ownership  resulting  in  a  change 
*  in  control  is  not  considered  by  the 
Secretary  to  be  the  same  institution 
unless — 

(1]  The  new  owner  agrees  to  be  liable, 
or  the  old  and  new  owners  agree  to  be 
jointly  and  severally  liable,  for  all 
improperly  spent  title  IV  fimds  provided 
to  the  institution  before  the  effective 
date  of  the  change; 

(2]  The  new  onwer  agrees — 

(i]  To  abide  by  the  institution’s  refimd 
policy  in  effect  before  tne  effective  date 
of  the  change  for  students  who  were 
enrolled  before  the  effective  date,  and 

(ii]  To  honor  all  student  enrollment 
contracts  that  were  signed  by  the 
institution  before  the  effective  date  of 
the  change;  and 

(3]  The  institution  submits  individual 
statements  for  both  new  and  former 
owners  listing  their  assets,  liabilities, 
and  net  worth,  and  either — 

(i]  A  proht  and  loss  statement  and 
balance  sheet  for  the  institution’s  latest 
complete  fiscal  year,  or 

(ii]  An  audit  for  the  institution’s  latest 
complete  fiscal  year  prepared  by  a 
certified  or  licensed  public  accountant; 
and 

(4]  The  institution  submits  additional 
financial  documents  if  requested  by  the 
Secretary  because  the  financial 


information  provided  imder 
subparagraph  (3]  is  insufficient. 
***** 

(20  U.S.C  1088f-l.] 

6.  Section  168.21  is  amended  to  read 
as  follows: 

§  168.21  Distribution  formula  for 
institutional  refunds  and  repayments  of 
cash  disbursements  made  directly  to  the 
student. 

(a]  Institutional  refunds  to  title  IV 
programs.  (1]  If  a  refund  is  due  to  a 
student  under  the  institution’s  refimd 
policy  and  the  student  received  financial 
aid  under  any  title  FV  student  financial 
aid  program  other  than  the  College 
Work-Study  Program,  a  portion  of  the 
refund  shall  be  returned  to  the  title  IV 
program(s]. 

(2]  Except  as  provided  in  paragraph 
(a](3]  of  this  section  the  institution  shall 
multiply  the  institutional  refund  by  the 
following  fraction  to  determine  the 
portion  of  the  refund  to  be  returned  to 
the  title  IV  program(s]: 

total  amount  of  title  IV  aid  (exclusive  of  work 
earnings]  awarded  for  the  payment  period 

total  amount  of  aid  (exclusive  of  work 
earnings]  awarded  for  the  payment  period 

(3]  If  a  student  has  received  Basic 
Grant  funds  at  the  institution  under  the 
Alternate  Disbursement  System. 

(1]  The  institution  shall  use  the 
following  fraction  in  lieu  of  the  fraction 
in  paragraph  (a](2]  of  this  section  to 
determine  the  portion  of  the  refund  to  be 
returned  to  the  title  FV  programs  (other 
than  the  Basic  Grant  program.] 

total  amount  of  title  FV  aid  (exclusive  of  work 
earnings  and  Basic  Grant  funds]  awarded  for 
the  payment  period 

total  amount  of  aid  (exclusive  of  work 
earnings  and  Basic  Grant  funds]  awarded  for 
the  payment  period 

(ii]  the  institution  shall  notify  the 
Secretary  of  the  amount  of  money  that  it 
is  returning  to  the  title  FV  program 
according  to  paragraph  (a)(3](i]  of  this 
section. 

(b]  Distribution  among  the  title  IV 
programs.  (1]  The  institution  shall 
develop  written  policies  allocating  the 
title  IV  portion  of  the  refund  to  the 
various  title  FV  programs  from  which  the 
student  received  aid.  These  policies 
shall  be  applied  on  a  consistent  basis  to 
all  students  receiving  title  IV  funds. 

(2]  The  portion  of  a  refund  allocated 
to  a  program  may  not  exceed  the 
amount  a  student  received  from  that 
program. 

(3]  As  provided  in  45  CFR  177.610  of 
the  Guaranteed  Student  Loan  Program 
regulations,  the  institution  shall  return 
to  the  student’s  lender  any  portion  of  a 
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refund  which  is  allocable  to  a  loan  made 
under  the  Guaranteed  Student  Loan 
Program. 

(c)  Distribution  of  repayments  of  cash 
disbursements  made  directly  to  the 
student  for  non-institutional  costs. 

(1)  Any  cash  that  an  institution 
disbursed  to  a  student  for  a  payment 
period  under  any  title  IV  program  other 
than  the  College  Work-Study  or 
Guaranteed  Student  Loan  program 
becomes  an  overpayment  if  before  the 
first  day  of  classes  of  that  payment 
period  the  student  officially  withdraws, 
drops  out,  or  is  expelled. 

(2)  An  institution  shall  determine, 
under  paragraph  (c)(3)  of  this  section, 
whether  any  cash  it  disbursed  to  a 
student  for  a  payment  period  under  any 
title  IV  program  other  than  the  College 
Work-Study  or  Guaranteed  Student 
Loan  program  amounts  to  an 
overpayment  if  the  student  withdraws, 
drops  out,  or  is  expelled  on  or  after  the 
first  day  of  classes  of  that  payment 
period. 

(3)  In  determining  whether  a  student 
received  an  overpayment  for  purposes 
of  paragraph  (c)(2)  of  this  section,  and 
the  amount  of  that  overpayment,  the 
institution  shall  subtract  from  the  cash 
disbursed  to  the  student  for  non- 
institutional  costs,  the  non-institutional 
costs  that  were  to  be  paid  by  the 
disbursement  for  the  portion  of  the 
payment  period  during  which  the 
student  was  enrolled.  Non-institutional 
educational  costs  may  include,  but  are 
not  limited  to,  room  and  board  (if  not 
contracted  for  with  the  institution), 
books  and  supplies,  transportation  and 
miscellaneous  expenses. 

(4)  If  a  student  drops  out,  the 
institution  shall  use  the  last  recorded 
day  of  class  attendance  by  the  student 
as  the  end  of  the  student’s  enrollment. 
However,  if  it  is  unable  to  document  the 
student's  last  day  of  attendance,  any 
cash  it  disbursed  to  that  student  for  that 
payment  period  is  an  overpayment. 

(5)  The  institution  shall  multiply  the 
overpayment  by  the  following  fraction 
to  determine  the  portion  of  thp 
overpayment  to  be  returned  to  the  title 
IV  program(s): 

total  amount  of  title  IV  aid  (exclusive  of  work 
earnings  and  Guaranteed  Student  Loans] 
awarded  for  the  payment  period — 

total  amount  of  aid  (exclusive  of  work 
earnings  and  Guaranteed  Student  Loans) 
awarded  for  the  payment  period 

(d)  Distribution  among  the  title  IV 
programs.  (1)  The  institution  shall 
develop  written  policies  allocating  the 
title  IV  portion  of  the  overpayment 
owed  by  the  student  to  the  various  title 
IV  programs  from  which  the  student 
received  aid.  These  policies  shall  be 


applied  on  a  consistent  basis  to  all 
students  receiving  title  IV  aid. 

(20  U.S.C.  1088f-l.) 

PART  174— NATIONAL  DIRECT 
STUDENT  LOAN  PROGRAM 

Part  174  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

1.  In  §  174.2a,  the  introductory 
sentence  is  amended  and  paragraphs  (e) 
and  (f)  are  added,  to  read  as  follows: 

§  174.2a  Institution  of  higher  education. 

An  institution  of  higher  education  is  a 
public,  private  nonprofit,  proprietary,  or 
postsecondary  vocational  institution. 
***** 

(e)  In  lieu  of  the  credit  or  clock  hour 
requirements  of  paragraphs,  (d)(1)  and 
(d)(2)  of  this  section,  the  Secretary  may 
determine  that  an  institution  offers  a 
six-month  program  of  training  if — 

(1)  He  or  she  determines  that  the 
institution’s  course  content  and  student 
work  load  requirements  support  that 
determination,  and 

(2)  The  accrediting  association  that 
accredits  the  institution  certifies  that  the 
program  offered  by  the  institution  is 
equal  in  course  content  and  student 
work  load  to  the  comparable  clock  or 
credit  hour  program  described  in 
paragraph  (d)  of  this  section. 

*(f)  A  postsecondary  vocational 
institution  is  a  public  or  other  nonprofit 
educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma; 

(3)  Is  legally  authorized  to  provide  an 
education  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 

(4)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(5)  Is  accredited  by  a  nationally 
recognized  accrediting  agency  or 
association;  and 

(6)  Has  been  in  existence  for  at  least 
two  years.  The  Secretary  considers  an 
institution  to  have  been  in  existence  for 
two  years  if  it  is  legally  authorized  to 
provide,  and  has  provided,  a  training 
program  on  a  continuous  basis  to 
prepare  students  for  gainful  employment 
in  a  recognized  occupation  during  the  24 
months  (except  for  normal  vacation 
periods]  preceding  the  date  of 
application  for  eligibility. 

(20  U.S.C.  1141(a),  20  U.S.C.  1088(b)  (3)  and 
(4).) 


(2)  In  §  174.2b  paragraph  (b)(4)  is 
amended  to  read  as  follow: 

§  174.2b  Eligible  Program. 
****** 

(b)  * 

(4)  Is,  for  a  proprietary  iristitution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree,  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation.  (A  six  month 
training  program  is  defined  in  §  174.2a 
(d)  and  (e)). 

(20  U.S.C.  1141(a),  1088(b)  (3)  and  (4).) 

3.  In  §  174.16,  paragraph  (i)  is 
amended  to  read  as  follows: 

§  174.16  Making  and  disbursing  loans. 
***** 

(1) (l]  An  institution  may  not  disburse 
loan  funds  to  a  student  unless  the 
student  affirms  or  declares  that  he  or 
she  will  use  the  loan  solely  for 
educational  expenses  in  connection  w  ith 
attendance  at  the  institution. 

(2)  The  student  may  satisfy  this 
requirement  by  filing  either — 

(i)  A  notarized  affidavit,  or 

(ii)  A  written  statement. 

(3)  The  statement  or  the  affidavit  must 
be  on  a  form  approved  by  the  Secretaiy. 
Forms  approved  for  this  purpose  are  set 
forth  in  Appendix  E. 
***** 

(20  U.S.C.  1088g;  28  U.S.C.  1746) 

4.  Appendix  E  is  added  to  read  as 
follows: 

Appendbc  E — Affidavit  of  Educational 
Purpose 

I  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

I  understand  that  I  am  responsible  for 
repaying  any  funds  that  I  receive  which 
cannot  reasonably  be  attributed  to  meeting 
my  educational  expenses  related  to 
attendance  at 


(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

Signature  (Sign  only  in  presence  of  a  Notary) 
Academic  period  covered  by  award(s] 

- 19 - to - 19 - 

Month  Year  Month  Year 

Subscribed  and  sworn  before  me  this - 

day  of - ,  19 - 

My  commission  expires:  - 

(Signature  of  Notary  Public) 

(Address  of  Notary  Public) 
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Statement  of  Educational  Purpose 
I  affirm  that  I  will  use  any  funds  I  receiv6 
under  the  Basic  Educational  Opportimity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan,  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

I  underst£md  that  1  am  responsible  for 
repaying  any  funds  I  receive  which  cannot 
reasonably  be  attributed  to  meet  my 
educational  expenses  at 


(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

I  declare  under  penalty  of  perjury  that  the 
foregoing  is  true  and  correct. 

Signature  . -  '  - 

Date  - 

Academic  period  covered  by  award(s) 
- ,  19 - to - ,  19 - 

Month  Year  Month  Year 

PART  175— COLLEGE  WORK-STUDY 
AND  JOB  LOCATION  AND 
DEVELOPMENT  PROGRAM 

Part  175  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

1.  In  §  175.2,  the  introductory  sentence 
is  amended  and  paragraphs  (e)  and  (f) 
are  added,  to  read  as  follows: 

§  17S.2a  Institution  of  higher  education. 

An  institution  of  higher  education  is  a 
public,  private  nonprofit,  proprietary,  or 
postsecondary  vocational  institution. 
***** 

(e)  In  lieu  of  the  credit  or  clock  hour 
requirements  of  paragraphs  (d)(1)  and 
(d)(2)  of  this  section,  the  Secretary  may 
determine  that  an  institution  offers  a 
six-month  program  of  training  if — 

(1)  He  or  she  determines  that  the 
institution’s  course  content  and  student 
work  load  requirements  support  that 
determination,  and 

(2)  The  accrediting  association  that 
accredits  the  institution  certifies  that  the 
program  offered  by  the  institution  is 
equal  in  course  content  and  student 
work  load  to  the  comparable  clock  or 
credit  hour  program  described  in 
paragraph  (d)  of  this  section. 

(f)  A  postsecondary  vocational 
institution  is  a  public  or  other  nonprofit 
educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who — 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent  of 
a  hi^  school  diploma; 

(3)  Is  legally  authorized  to  provide  an 
education  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 


(4)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(5)  Is  accredited  by  a  nationally 
recognized  accrediting  agency  or 
association;  and 

(6)  Has  been  inexistence  for  at  least 
two  years.  The  Secretary  considers  an 
institution  to  have  been  in  existence  for 
two  years  if  it  is  legally  authorized  to 
provide,  and  has  provided,  a  training 
program  on  a  continuous  basis  to 
prepare  students  for  gainful  employment 
in  a  recognized  occupation  during  the  24 
months  (except  for  normal  vacation 
periods)  preceding  the  date  of 
application  for  eligibility. 

(20  U.S.C.  10e5(b),  and  1088(b)(3)  and  (4).) 

2.  In  §  175.2b  the  introductory 
sentence  and  paragraph  (b)(4)  are 
amended  to  read  as  follows: 

§  175.2b  Eligible  program. 

An  eligible  program  in  an  institution 
of  higher  education  is  a  program  of 
education  or  training  that — 
***** 

(b)  *  *  ‘ 

(4)  Is,  for  a  proprietary  institution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree,  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation.  (A  six  month 
program  is  defined  in  §  175.2a(d]  and 
(e)). 

(20  U.S.C  1141(a)  and  1088(b)(3)  and  (4).) 

3.  Section  175.9(b)(l]  is  amended  to 
read  as  follows: 

§  175.9  Student  eligibility. 
***** 

(b)  *  *  * 

(1)  Satisfies  the  conditions  under 
paragraphs  (a)(1),  (ajt2),  (a)(4),  and 
(a)(5); 

4.  Section  175.16(d)  is  amended  to 
read  as  follows: 

§  1 75. 1 6  Payments  to  students. 
***** 

(d)(1)  An  institution  may  not  pay  a 
student  College  Work-Study  wages 
unless  the  student  affirms  or  declares 
that  he  or  she  will  use  those  wages 
solely  for  educational  expenses  in 
connection  with  attendance  at  the 
institution. 

(2)  The  student  may  satisfy  this 
requirement  by  filing  either — 

(i)  A  notarized  affidavit,  or 

(ii)  A  written  statement. 

(3)  The  statement  or  the  affidavit  must 
be  on  a  form  approved  by  the  Secretary. 
Forms  approved  for  this  purpose  are  set 
forth  in  Appendic  C. 
***** 

(20  U.S.C.  1088g:  28  U.S.C.  1746) 


5.  Appendix  C  is  added  to  read  as 
follows: 

Appendix  C — Affidavit  vi  Educational 
Purpose 

I  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

I  understand  that  1  am  responsible  for 
repaying  any  funds  that  I  receive  which 
cannot  reasonably  be  attributed  to  meeting 
my  educational  expenses  related  to 
attendance  at 


(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  tlw  Secretary  of  Education. 

Signature  (Sign  only  in  presence  of  a  Notary) 
Academic  period  covered  by  award(s) 

- 19 - to - 19 - 

Month  Year  Month  Year 

Subscribed  and  sworn  before  me  this - 

day  of - ,  19 - 

My  commission  expires:  - 

(Signature  of  Notary  Public) 

(Address  of  Notary  Public) 

Statement  of  Educational  Purpose 
I  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan,  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

I  understand  that  I  am  responsible  for 
repaying  any  funds  1  receive  which  cannot 
reasonably  be  attributed  to  meeting  my 
educational  expenses  at 


(Name  of  Institution) 

I  further  understand  tfiat  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

I  declare  imder  penalty  of  perjury  that  the 
foregoing  is  true  and  correct. 

Signature  - 

Date:  - 

Academic  period  covered  by  award(s) 

- ,  19 - to - ,  19 - 

Month  Year  Month  Year 

PART  176— SUPPLEMENTAL 
EDUCATIONAL  OPPORTUNITY  GRANT 
PROGRAM 

Part  176  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

1.  In  §  176.2a,  the  introductory 
sentence  is  amended  and  paragraphs  (e) 
and  (f)  cu'e  added  to  read  as  follows: 
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§  176^a  Institution  of  higher  education. 

An  institution  of  higher  education  is  a 
public,  private  nonprofit,  proprietary  or 
postsecondary  vocational  institution. 
***** 

(e)  In  lieu  of  the  credit  or  clock  hour 
requirements  of  paragraphs  (d)(1)  and 
(d)(2),  the  Secretary  may  determine  that 
an  institution  offers  a  six-month 
program  of  training  if — 

(1)  He  or  she  determines  that  the 
institution’s  course  content  and  student 
work  load  requirements  support  that 
determination,  and 

(2)  The  accrediting  association  that 
accredits  the  institution  certifies  that  the 
program  offered  by  the  institution  is 
equal  in  course  content  and  student 
work  load  to  the  comparable  clock  or 
credit  hour  program  described  in 
paragraph  (d)  of  this  section. 

(f)  A  postsecondary  vocational 
institution  is  a  public  or  other  non-profit 
educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma; 

(3)  Is  legally  authorized  to  provide  an 
education  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 

(4)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(5)  Is  accredited  by  a  nationally 
recognized  accrediting  agency  or 
association;  and 

(6)  Has  been  in  existence  for  at  least 
two  years.  The  Secretary  considers  an 
institution  to  have  been  in  existence  for 
two  years  if  it  is  legally  authorized  to 
provide,  and  has  provided,  a  training 
program  on  a  continuous  basis  to 
prepare  students  for  gainful  employment 
in  a  recognized  occupation  during  the  24 
months  (except  for  normal  vacation 
periods)  preceding  the  date  of 
application  for  eligibility. 

(20  U.S.C.  1141(a),  20  U.S.C.  1088(b)  (3)  and 

(4).) 

2.  In  §  176.2b,  paragraph  (b)(4)  is 
amended  to  read  as  follows: 

§  176.2b  Eligible  program. 
***** 

(b)  *  *  * 

(4)  Is,  for  a  proprietary  institution  or  a 
postsecondary  vocational  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree,  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation.  (A  six-month 
program  is  defined  in  §  176.2a  (d)  and 
(e).) 

(20  U.S.C.  1141(a)  and  1088(b)  (3)  and  (4).) 


3.  Section  176.16(h)  is  amended  to 
read  as  follows: 

§  176.16  Payment  of  grant 
*  *  *  *  * 

(h) (1)  An  institution  may  not  pay  a 
Supplemental  Educational  Opportunity 
Grant  unless  the  student  affirms  or 
declares  that  he  or  she  will  use  the  grant 
solely  for  educational  expenses  in 
connection  with  attendance  at  the 
institution. 

(2)  The  student  may  satisfy  this 
requirement  by  filing  either — 

(i)  A  notarized  affidavit,  or 
(ii)  A  written  statement. 

(3)  The  statement  or  the  affidavit  must 
be  on  a  form  approved  by  the  Secretary. 
Forms  approved  for  this  purpose  are  set 
forth  in  Appendix  B. 
***** 

(20  U.S.C.  1088g:  28  U.S.C.  1746.) 

4.  Appendix  B  is  added  to  read  as 
follows: 

Appendix  B — Affidavit  of  Educational 
Purpose 

I  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

1  understand  that  I  am  responsible  for 
repaying  any  funds  that  I  receive  which 
cannot  reasonably  be  attributed  to  meeting 
my  educational  expenses  related  to 
attendance  at 


(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Edifhation. 

Signature  (Sign  only  in  presence  of  a  Notary) 
Academic  period  covered  by  award(s) 

- 19 - to - 19 - 

Month  Year  Month  Year 

Subscribed  and  sworn  before  me  this - 

day  of - ,  19 - 

My  commission  expires:  - 

(Signature  of  Notary  Public) 

(Address  of  Notary  Public) 

Statement  of  Educational  Purpose 
I  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan,  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 


(Name  of  Institution) 

I  understand  that  I  am  responsible  for 
repaying  any  funds  1  receive  which  cannot 


reasonably  be  attributed  to  meeting  my 
educational  expenses  at 


(Name  of  Institution) 

I  fvirther  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

I  declare  under  penalty  of  perjury  that  the 
foregoing  is  true  and  correct. 

Signature  - 

Date:  - - 

Academic  period  covered  by  award(s) 

- ,  19 - to - ,  19 - 

Month  Year  Month  Year 

PART  177— GUARANTEED  STUDENT 
LOAN  PROGRAM 

Part  177  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

1.  In  §  177.200  under  the  definition  of 
“Vocational  school",  paragraph  (a)(2)(ii) 
is  amended  to  read  as  follows: 

§  177.200  General  definitions. 

Vocational  school: 

(a)  *  *  * 

(2)  *  *  * 

(ii)  Has  the  ability  to  benefit  from  the 
training  offered.  A  school  shall  develop 
criteria  for  determining  a  student's 
ability  to  benefit  from  the  training 
offered. 

***** 

2.  In  §  177.201  paragraph  (a)(l)(ii)  is 
amended  to  read  as  follows: 

§  177.201  Eligible  student 
(a)*  *  * 

(1)*  *  * 

(ii)  If  enrolled  or  accepted  for 
enrollment  in  a  vocational  school,  the 
student  must  be  attending  neither 
elementary  nor  secondary  school  and 
have  the  ability  to  benefit  fi'om  the 
training  offered,  as  required  under  the 
definition  of  “Vocational  school”  in 
§  177.200. 

***** 

3.  Section  177.203  is  amended  to  read 
as  follows: 

§  177.203  Affidavit  or  statement  of 
educational  purpose. 

(a) (1)  No  loan  may  be  insured  under 
this  program  unless  the  student  affiirms 
or  declares  that  he  or  she  will  use  the 
loan  proceeds  solely  for  costs  of 
attendance  at  the  school  the  student  is 
or  will  be  attending. 

(2)  The  student  may  satisfy  this 
requirement  by  filing  either — 

(i)  A  notarized  affidavit;  or 

(ii)  A  written  statement. 

(3)  The  statement  or  the  affidavit  must 
be  in  a  form  approved  by  the  Secretary. 

(b)  the  student  must  file  the  affidavit 
or  statement  with  the  lender.  The  lender 
shall  retain  a  copy  of  the  affidavit  or 
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statement  as  required  in  §  177.408(a)  or 
§  177.519(a). 

(M  U.S.C.  1082, 1088g:  28  U.S.C.  1746) 

4.  In  §  177.401  paragraplis  (b)(5)(ii)(A) 
and  (b)(7)(ii)  are  amended  to  read  as 
follows: 

§  177.401  Basic  agreement 
*  *  *  «  * 

(b)*  •  * 

(5)‘  ‘  * 

(ii)  ‘  *  * 

(A)  An  affidavit  or  statement, 
described  in  §  177.203,  that  the  loan  will 
be  used  for  the  cost  of  attendance: 

«  «  *  *  * 

(7)  *  *  * 

(ii)  By  the  lender  sending  all  loan 
checks  to  the  school  for  delivery  to  the 
borrower. 

*  *  *  «  * 

5.  In  1  177.407  paragraph  (b)(2)(ii)(A) 
is  amended  to  read  as  follows: 

§  177.407  Administrative  cost  aliowances 
for  guarantee  agencies. 

«  *  «  *  * 

(b)*  *  * 

(2)  •  ‘  * 

(ii)  *  *  * 

(A)  The  spending  minimum  described 
in  paragraph  (b)(2)(i)  for  the 
administrative  costs  of  collection  of 
loans  and  preclaim  assistance  for 
default  prevention  does  not  apply  during 
the  Hrst  twelve  months  in  which  the 
agency  is  eligible  to  receive  the 
advance;  and 
***** 

6.  In  §  177.509  paragraph  (g)(4)(i)  is 
amended  and  paragraph  (g)(4)(iii)  is 
added  to  read  as  follows: 

§  177.509  Due  diligence  in  making  and 
disbursing  a  loan. 

***** 

(8) *  *  * 

(4)  Late  disbursements,  (i)  Under 
certain  circumstances  a  lender,  with  the 
prior  approval  of  the  Secretary,  may 
disburse  a  FISLP  loan  after  a  borrower 
has  ceased  to  be  enrolled  on  at  least  a 
half-time  basis  or  after  the  expiration 
date  of  the  insurance  commitment. 
***** 

(iii)  If  the  lender,  after  receiving  the 
Secretary’s  prior  approval,  makes  a  late 
disbursement,  the  lender  shall  give 
notice  of  that  approval  to  the  school  at 
the  time  it  sends  the  loan  check  to  the 
school.  . 

(20  U.S.C.  1077, 1080, 1082, 1083, 1085) 

7.  In  §  177.513  paragraph  (b)(2)(i)  is 
amended  to  read  as  follows: 

§  177,513  Assignment  of  a  FISLP  loan. 
***** 


(b)*  *  * 

(2)*  *  * 

(1)  Notify  the  Secretary  of  the 
assignment  if  the  right  to  receive  interest 
benefits  and  special  allowance 
payments  has  been  assigned;  and 
***** 

8.  In  §  177.516  paragraph  (a)(l)(ii)(A) 
is  amended  to  read  as  follows: 

§  1 77.5 1 6  Procedures  for  filing  claims. 

(a) *  *  * 

(1)*  *  * 

(ii)(A)  If  the  lender  has  exercised  the 
option  (under  §  177.509(e)(3))  of 
including  a  provision  in  the  promissory 
note  which  requires  the  borrower  to 
execute  a  repayment  schedule  not  later 
than  120  days  prior  to  the  beginning  of 
the  repayment  period,  and  the  borrower 
has  not  executed  a  schedule  by  that 
date,  despite  compliance  by  the  lender 
with  §  177.510(b)(l)(ii),  the  120-day 
period  begins  120  days  prior  to  the 
beginning  of  the  repayment  period. 
***** 

9.  In  §  177.601  paragraphs  (b)(2)  and 
(b)(3)  are  amended  to  read  as  follows: 

§  177.601  Agreement  between  the 
Secretary  and  a  school  that  makes  or 
originates  loans. 

***** 

(b)  *  *  * 

(2)  The  school  will  inform  any 
undergraduate  student  who  has  not 
previously  obtained  a  loan  that  was 
made  or  originated  by  the  school  and 
who  seeks  to  obtain  such  a  loan  that  he 
or  she  must  first  make  a  good  faith  effort 
to  obtain  a  loan  from  a  commerical 
lender. 

(3) (i)  The  school  will  not  make  or 
originate  a  loan  for  an  academic  period 
to  a  student  described  in  paragraph 
(b)(2)  of  this  section  until  the  student 
provides  the  school  with  evidence  of 
denial  of  a  loan  by  a  commercial  lender 
for  the  same  academic  period.  Evidence 
acceptable  for  this  purpose  is  described 
in  paragraph  (c)  of  this  section. 

(ii)  In  determining  whether  a  school 
has  complied  in  good  faith  with  this 
requirement,  the  Secretary  may  take 
into  consideration  any  patterns  reflected 
by  the  letters  of  denial  or  students* 
sworn  statements  referred  to  in 
paragraph  (c)  of  this  section  that 
indicate  that  the  school  has  not  given 
sufficient  counseling  to  students  to  first 
seek  loans  from  a  commercial  lender. 

An  example  of  an  unacceptable  pattern 
would  be  if  all  denials  of  loans  to  a 
school’s  students  were  made  by  a  small 
number  of  lenders. 
***** 

§177.603  [Revoked] 

10.  Section  177.603  is  revoked. 


11.  In  §  177.607  paragraph  (g)  is 
deleted  and  paragraph  (f)  is  amended  to 
read  as  follows: 

§  177.607  The  student’s  loan  check. 
***** 

(f)  Processing  a  late  disbursement 
check.  (1)  For  purposes  of  this 
paragraph,  a  loan  check  is  considered  a 
late  disbursement  check  if  the  school 
receives  the  student’s  loan  check  from 
the  lender  either — 

(1)  After  the  expiration  of  the 
academic  period  for  which  the  loan  was 
intended  (the  expiration  date  of  the 
insurance  commitment);  or 

(ii)  Prior  to  the  expiration  of  the 
academic  period  for  which  the  loan  was 
intended  but  after  the  student  ceased  to 
be  enrolled  at  the  school  on  at  least  a 
half-time  basis. 

(2)  If  the  late  disbursement  check  is 
accompanied  by  a  notice  from  the 
lender  that  the  late  disbursement  has 
been  approved  by  the  Secretary  or  the 
appropriate  guarantee  agency,  the 
school  shall  follow  the  applicable 
procedure  described  in  paragraph  (c)  or 
(d)  of  this  section. 

(3)  If  the  late  disbursement  check  is 
not  accompanied  by  the  notice 
described  in  paragraph  (f)(2)  of  this 
section,  the  school  shall — 

(i)  Return  the  check  to  the  lender 
within  30  days  of  its  determination  that 
one  of  the  conditions  described  in 
paragraph  (f)(1)  of  this  section  exists; 

(ii)  Send  with  the  check — 

(A)  A  notice  that  one  of  the  conditions 
described  in  paragraph  (f)(1)  of  this 
section  exists;  and 

(B)  If  applicable,  information 
concerning  the  student’s  date  of 
withdrawal  and  costs  of  attendance 
owed  the  school  for  the  period  the 
student  was  enrolled  on  at  least  a  half¬ 
time  basis; 

(iii)  Advise  the  student  that  the  lender 
may,  in  accordance  with  §  177.509(g)(4) 
or  similar  rules  established  by  the 
guarantee  agency,  redisburse  funds  for 
the  student’s  costs  of  attendance 
incurred  before  the  existence  of  one  of 
the  conditions  described  in  paragraph 
(f)(1)  of  this  section. 

(20  U.S.C.  1078, 1082) 

12.  In  §  177.611  paragraph  (b)(l){i)  is 
amended  to  read  as  follows: 

§  1 77.6 1 1  Termination  of  a  school’s 
lending  eligibility. 

***** 

(b)  *  *  ‘ 

(1)  *  *  * 

(i)  The  original  principal  amount  of 
loans  the  school  has  ever  made  that 
went  into  default  during  that  period. 
***** 
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PART  190~BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Part  190  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

1.  In  §  190.2,  the  definitions  of  half¬ 
time  student  and  three-quarter-time 
student  are  amended  to  read  as  follows: 

§  190.2  General  definitions. 
***** 

Half-time  student,  (a)  An  enrolled 
student  who  is  carrying  half-time 
academic  work  load — as  determined  by 
the  institution — ^which  amounts  to  at 
least  half  the  work  load  of  the 
appropriate  minimum  requirement 
outlined  in  the  definition  of  a  full-time 
student.  (See  definition  of  full-time 
student.) 

(b)  A  student  enrolled  solely  in  a 
program  of  study  by  correspondence 
who  is  carrying  a  work  load  of  at  least 
12  hours  of  preparation  of  work  per 
week.  However,  regardless  of  the  work 
load,  no  student  enrolled  solely  in 
correspondence  study  will  be 
considered  more  than  a  half-time 
student. 

***** 

Three-quarter-time  student.  An 
enrolled  student  who  is  carrying  a  three- 
quarter-time  academic  work  load — as 
determined  by  the  institution — which 
amounts  to  at  least  three  quarters  of  the 
work  load  of  the  appropriate  minimum 
requirement  outlined  in  the  definition  of 
a  full-time  student.  (See  definition  of 
full-time  student.) 

***** 

2.  In  §  190.2a,  paragraphs  (a)(2)(iv),  (e) 
and  (f)  are  amended  and  paragraph  (g) 
is  added,  to  read  as  follows: 

§  190.2a  Special  terms. 

[a]  Eligible  program.  *  *  * 

(2)  *  *  * 

(iv)  Is,  for  a  proprietary  or 
postsecondary  vocation^  institution,  at 
least  a  six-month  program  leading  to  a 
certificate  or  degree,  which  prepares 
students  for  gainful  employment  in  a 
recognized  occupation.  (A  six-month 
program  is  defined  in  §  190.3(d)  and  (e).) 
***** 

(e)  Payment  period  for  an  institution 
using  the  Regular  Disbursement  System 
that  does  not  use  academic  terms.  (1) 

An  institution  participating  in  the  Basic 
Grant  program  under  the  Regular 
Disbursement  System  (RDS  institution) 
that  does  not  use  semesters,  trimesters, 
quarters,  or  other  academic  terms  must 
have  at  least  two  payment  periods  for 
each  academic  year,  or  for  each  program 
which  is  less  than  an  academic  year. 


(2)  For  a  full-time  student  whose 
educational  program  is  one  academic 
year — 

(i)  The  first  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  first  half  of  his  or  her 
academic  year  (in  credit  or  clock  hours), 
and 

(ii)  The  second  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  second  half  of  that 
academic  year. 

(3)  For  a  full-time  student  whose 
educational  program  is  more  than  one 
academic  year,  the  first  and  second 
payment  periods  shall  be  calculated 
under  paragraph  (e)(2)  of  this  section. 

For  subsequent  academic  years,  or 
firactions  of  academic  years,  each 
payment  period  shall  be  the  period  of 
time  in  which  the  student  completes — 

(i)  One-half  of  the  academic  year,  or 

(ii)  The  remaining  hours  in  the 
student’s  educational  program, 
whichever  is  to  be  completed  first. 

(4)  For  a  full-time  student  whose 
educational  program  is  LESS  than  an 
academic  year — 

(i)  The  first  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  first  half  of  his  or  her 
educational  program  (in  credit  or  clock 
hours),  and 

(ii)  The  second  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  second  half  of  that 
educational  program. 

(5)  The  payment  period  for  an  eligible 
part-time  student  shall  be  calculated  as 
follows: 

(i)  Determine  the  length  of  time  it 
would  take  a  full-time  student  in  the 
program  to  complete  one  academic  year 
or  a  program  of  less  than  one  academic 
year,  as  appropriate. 

(ii)  The  first  payment  period  is  the 
period  of  time  in  which  the  part-time 
student  completes  half  the  work  (in 
credit  or  clock  hours)  he  or  she  is 
scheduled  to  complete  in  the  period 
referred  to  in  paragraph  (e)(5)(i)  of  this 
section. 

(iii)  The  second  payment  period 
begins  when  the  first  payment  period 
ends  and  ends  when  the  student 
completes  the  other  half  of  the  work  that 
he  or  she  was  scheduled  to  complete  in 
the  period  referred  to  in  paragraph 
(e)(5)(i)  of  this  section. 

(iv)  Each  subsequent  payment  period 
begins  when  the  previous  period  ends 
and  ends  when  the  part-time  student 
completes — 

(A)  Half  the  work  he  or  she  is 
scheduled  to  complete  during  the  period 
of  time  referred  to  in  paragraph  (e)(5)(i) 
of  this  section,  or 


(B)  The  remaining  hours  of  his  or  her 
educational  program,  whichever  is 
completed  first. 

(6)  If  an  RDS  institution  chooses  to 
have  more  than  two  payment  periods  in 
an  academic  year  or  in  a  program  of  less 
than  an  academic  year,  the  rules  set 
forth  in  paragraphs  (e)(2)  through  (e)(5) 
of  this  section  shall  be  modified  to 
reflect  the  number  of  payment  periods. 
For  example,  if  an  institution  chooses  to 
have  three  payment  periods  for  an 
academic  year,  each  payment  period 
shall  correspond,  for  a  full-time  student, 
to  one-third  of  the  academic  year. 

(7)  This  paragraph  (e)  of  this  section  is 
effective  as  of  March  1, 1980. 

(f)  Payment  period  for  an  institution 
using  the  Regular  Disbursement  System 
that  uses  academic  terms.  (1)  For  an 
RDS  institution  that  uses  semesters, 
trimesters,  quarters  or  other  academic 
terms,  the  payment  period  is  the 
semester,  trimester,  quarter  or  other 
academic  term. 

(2)  If  a  student’s  progress  is  measured 
in  clock  hours,  a  student  may  not  be 
paid  for  a  subsequent  payment  period 
until  he  or  she  finishes  the  hoins  of  the 
previous  payment  period  for  which  the 
student  has  already  been  paid. 

(3)  This  paragraph  is  effective  as  of 
March  1, 1980. 

(g)  Payment  period  for  an  institution 
using  the  Alternate  Disbursement 
System.  A  payment  period  for  an 
institution  participating  in  the  Basic 
Grant  program  under  the  Alternate 
Disbursement  System  (ADS  institution) 
shall  be  calculated  as  follows: 

(1)  If  an  ADS  institution  uses 
semesters,  trimesters,  quarters  or  other 
academic  terms  and  measures  progress 
in  credit  hours,  the  payment  period  is 
the  semester,  trimester,  quarter  or  other 
academic  term. 

(2)  If  an  ADS  institution  measures 
progress  in  clock  hours,  or  measures 
progress  in  credit  hours  but  does  not  use 
academic  terms,  it  shall  have  at  least 
two  payment  periods.  The  payment 
periods  shall  be  calculated  as  follows: 

(i)  If  the  student’s  academic  year  is 
within  one  award  period  and  the 
student’s  educational  program  is  at  least 
one  academic  year — 

(A)  The  first  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  first  half  of  his  or  her 
academic  year,  and 

(B)  The  second  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  second  half  of  his  or  her 
academic  year. 

(ii)  If  the  student’s  academic  year  is 
NOT  within  one  award  period  or  the 
student’s  educational  program  is  LESS 
than  a  full  academic  year— 
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(A)  The  Hrst  payment  period  is  the 
period  of  time  in  which  the  student 
completes  the  first  half  of  the  hours  he 
or  she  is  scheduled  to  complete  within 
the  award  period,  and 

(B)  The  second  payment  period  begins 
when  the  first  payment  period  ends  and 
ends  when  the  student  completes  all 
hours  he  or  she  was  scheduled  to 
complete  between  the  beginning  of  the 
second  payment  period  and  June  30. 

(iii)  A  student  with  incompleted  horns 
for  the  second  payment  period  of  any 
award  period  may  complete  them  during 
the  following  award  period.  In  this  case, 
if  the  student’s  educational  program  is 
more  than  an  academic  year,  the  hrst 
payment  period  of  the  new  award 
period  begins  when  the  student  finishes 
all  carried  over  hours  for  which  he  or 
she  was  paid. 

3.  In  §  190.3,  the  introductory  sentence 
is  amended  and  paragraphs  (e)  and  (f) 
are  added,  to  read  as  follows: 

§  190.3  Institution  of  higher  education. 

An  institution  of  higher  education  is  a 
public,  private  nonprofit,  proprietary,  or 
postsecondary  vocational  institution. 
***** 

(e] (l]  In  lieu  of  the  credit  or  clock  hour 
requirements  of  paragraphs  (d)(1)  and 
(d)(2)  of  this  section,  the  Secretary  may 
determine  that  an  institution  offers  a 
six-month  program  of  training  if — 

(1)  He  or  she  determines  that  the 
institution’s  course  content  and  student 
work  load  requirements  support  that 
determination,  and 

(ii)  The  accrediting  association  that 
accredits  the  institution  certifies  that  the 
program  offered  by  the  institution  is 
equal  in  course  content  and  student 
work  load  to  the  comparable  clock  or 
credit  hour  program  described  in 
paragraph  (d)  of  this  section. 

(2)  This  paragraph  (e)  of  this  section  is 
effective  as  of  February  27, 1979. 

(f)  A  postsecondary  vocational 
institution  is  a  public  or  other  nonprofit 
educational  institution  which — 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who — 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent  of 
a  high  school  diploma; 

(3)  Is  legally  authorized  to  provide  an 
education  program  beyond  secondary 
education  in  the  State  in  which  the 
institution  is  physically  located; 

(4)  Provides  at  least  a  six-month 
program  of  training  to  prepare  students 
for  gainful  employment  in  a  recognized 
occupation; 

(5)  Is  accredited  by  a  national 
recognized  accrediting  agency  or 
association;  and  . 


(6)  Has  been  in  existence  for  at  least 
two  years.  The  Secretary  considers  an 
institution  to  have  been  in  existence  for 
two  years  if  it  is  legally  authorized  to 
provide,  and  has  provided,  a  training 
program  on  a  continuous  basis  to 
prepare  students  for  gainful  employment 
in  a  recognized  occupation  during  the  24 
months  (except  for  normal  vacation 
periods)  preceding  the  date  of 
application  for  eligibility. 

(20  U.S.C.  1141(a],  20  U.S.C.  1088(b)  (3)  and 
(4).) 

4.  In  §  190.64,  paragraph  (c)  is 
amended,  to  read  as  follows: 

§  190.64  Calculation  of  a  Basic  Grant  for  a 
payment  period. 

***** 

(c)  Notwithstanding  paragraphs  (a) 
and  (b)  of  this  section — 

(1)  A  student  may  not  receive  a  Basic 
Grant  if  the  amount  which  the  student 
would  receive,  projected  on  the  basis  of 
a  full  academic  year,  would  be  less  than 
either  $200  at  full  funding  or  $50  at  less 
than  full  funding;  and 

(2)  The  amount  of  a  student’s  award 
for  an  award  period  may  not  exceed  his 
or  her  Scheduled  Basic  Grant  award  for 
that  award  period. 

5.  Section  190.65  is  amended  to  read 
as  follows: 

§  190.65  Calculation  of  a  Basic  Grant  for  a 
payment  period  which  occurs  in  two  award 
periods. 

A  student  who  enrolls  in  a  payment 
period  which  is  scheduled  to  occur  in 
two  award  periods  shall  be  paid  in 
accordance  with  the  following  rules — 

(a) (1)  The  entire  payment  period  will 
be  considered  to  occur  within  one 
award  period. 

(2)  The  institution  will  determine  the 
award  period  in  which  the  payment 
period  will  be  placed. 

(3)  The  determination  made  in 
paragraph  (a)(2)  of  this  section  must  be 
the  same  for  all  Basic  Grant  recipients 
for  all  payment  periods  in  a  program 
which  begin  on  the  same  day. 

(4)  If  the  institution  places  the 
payment  period  in  the  first  award 
period,  it  must  pay  the  student  with 
funds  from  the  first  award  period. 

(5)  If  the  institution  places  the 
payment  period  in  the  second  award 
period,  it  must  pay  the  student  with 
funds  from  the  second  award  period. 

(b)  The  institution  may  not  make  a 
payment  which  will  result  in  the  student 
receiving  more  than  his/her  Scheduled 
Basic  Grant  award  for  that  award 
period. 

(c) (1)  If  a  term-based  institution  offers 
a  series  of  mini-sessions  which  occurs  in 
two  award  periods,  the  combined 


sessions  will  be  treated  as  one  term.  A 
student  may  not  receive  more  than  one 
term’s  award  for  completing  any 
combination  of  these  sessions. 

(2)  For  such  mini-sessions,  a  term- 
based  institution  must  determine  the 
student’s  enrollment  status  for  the  entire 
term.  That  enrollment  status  will  be 
based  upon — 

(i)  The  total  number  of  credits 
enrolled  for  in  all  sessions  if  that 
number  is  known  when  the  award  is 
calculated,  or 

(ii)  A  projected  number  of  credits 
based  upon  the  credits  enrolled  for  in 
the  first  session,  if  the  number  of  credits 
to  be  taken  in  subsequent  sessions  is 
unknown  when  the  award  is  calculated. 
(20  U.S.C.  1070a.) 

6.  Section  190.79  is  revised  to  read  as 
follows:  ^ 

§  190.79  Educational  purpose  declaration. 

(a)  An  institution  may  not  pay  a  Basic 
Grant  unless  the  student  affirms  or 
declares  that  he  or  she  will  use  the  grant 
solely  for  educational  expenses  in 
connection  with  attendance  at  the 
institution. 

(b)  The  student  may  satisfy  this 
requirement  by  filing  either — 

(1)  A  notarized  affidavit,  or 

(2)  A  written  statement. 

(c)  The  statement  or  the  affidavit  must 
be  on  a  form  approved  by  the  Secretary. 
Forms  approved  for  this  purpose  are  set 
forth  in  Appendix  A. 

(20  U.S.C.  1088g:  28  U.S.C.  1746.) 

6.  Appendix  A  is  added  to  read  as 
follows: 

Appendix  A — ^Affidavit  of  Educational 
Purpose 

I  affirm  that  I  will  use  any  funds  1  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 

(Name  of  Institution) 

I  understand  that  I  am  responsible  for 
repaying  any  funds  that  I  receive  which 
cannot  reasonably  be  attributed  to  meeting 
my  educational  expenses  related  to 
attendance  at 

(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

Signature  (Sign  only  in  presence  of  a  Notary) 
Academic  period  covered  by  award(s) 

19  to  19 

Month  Year  Month  Year  • 
Subscribed  and  sworn  before  me  this  day 
of  .19 
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My  commission  expires:  — - 

(Signature  of  Notary  Public) 

(Address  of  Notary  Public) 

Statement  of  Educational  Purpose 
1  affirm  that  I  will  use  any  funds  I  receive 
under  the  Basic  Educational  Opportunity 
Grant,  Supplemental  Educational 
Opportunity  Grant,  College  Work-Study, 
National  Direct  Student  Loan  or  Guaranteed 
Student  Loan  programs  solely  for  expenses 
related  to  attendance  at 

(Name  of  Institution) 

I  understand  that  I  am  responsible  for 
repaying  any  funds  that  1  receive  which 
cannot  reasonably  be  attributed  to  meeting 
my  educational  expenses  related  at 

(Name  of  Institution) 

I  further  understand  that  the  amount  of  any 
repayment  is  based  on  regulations  published 
by  the  Secretary  of  Education. 

I  declare  under  penalty  of  perjury  that  the  , 
foregoing  is  true  and  correct. 

Signature  - 

Date:  - 

Academic  period  covered  by  award(s) 

.19  to  .  19 

Month  Year  Month  Year 
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